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Operations during the period

After a certain recovery in the market for systems during the first six months of this year vacation and downward economic trends have delayed investments among our potential customers. In July ConNova initiated a cost savings process. Working expenses have been reduced by 50%, which will have an effect during Q4. The trend for ConNova TVX is however positive. Demand for outsourcing services has increased and TVX has secured several smaller orders at the same time as the prospect stock for large operations has developed well. 

The inflow of orders rose 6% to SEK 20.3 million compared with the same period the previous year (SEK 19.1 million). The order book total at the end of the period was SEK 19.1 million, an increase of 19% compared with the previous year (SEK 16.1 million). The figure had more than doubled compared with the level at the beginning of the year. The increase in the inflow of orders has not had an impact in terms of revenues during the period. This is due to a small opening order book total and the fact that several orders received concern long-term outsourcing contracts and support agreements. Long-term contracts with pricing models based on current payments provide ConNova with higher revenues and a more stable flow of revenues, but reduce the short-term revenues effect. Revenues during the first nine months of this year amounted to SEK 10.5 million compared with the corresponding period the previous year (SEK 27.5 million).

During the period, Chinese Channel in London has ordered a BizManager system. System support and outsourcing services have been delivered to current customers. The latest version of BizManager that has been completed is now a standard product that can be delivered alongside partners with relatively small work input from ConNova. A stripped version of BizManager for start-ups and small broadband operators has been launched this fall.

During the period under review, expenses amounted to SEK 45.6 million (SEK 65.1 million). All internal product development expenses (totalling SEK 11.9 million) have been charged to the profit/loss.

Previous collaborative projects with Soluziona and Sema Group have been further developed, and a number of tenders and sub-projects have been delivered alongside partners. Because of the development within partner relations, ConNova’s need for in-house distribution and product development resources has been reduced.

Developments within ConNova TVX

The subsidiary, ConNova TVX AB, which manages customer service on an assignment basis, has demonstrated a positive trend during the period. A distribution assignment for another TV channel, ORT, has been secured and several projects have been initiated for a large company in a new field, a collaboration which is expected to lead to a considerable increase in turnover for ConNova TVX. ConNova TVX’s main competitor is winding up its operations in the autumn. ConNova TVX is currently involved in discussions relating to more potential assignments for TV channels that will lack a distributor due to the competitor’s closure. There will be no established competitor to ConNova TVX for the service they require as of the autumn. We expect that both volume and pricing for our standard services can develop healthily following several years of tough pricing pressure.

Strategic collaborations

ConNova has an attractive product for customer care, a number of reference clients in the TV-segment as well as an outsourcing operation with positive cash flow. The most important task for ConNova now is to reach larger sales volumes. A merger with one or more suitable partners gives co-ordination effects within sales and a stronger product portfolio, which lead to larger growth of volume in a cost effective manner. The market is favourable to structural deals and ConNova has during this period actively searched suitable, potential partners. As a result of this, ConNova has, since the end of the period, reach an agreement regarding the acquisition of Billiant AB, a company whose products and market complement those of ConNova. In this regard, a new share issue worth SEK 25.4 million is planned to be launched, and a guarantee consortium has been created by the main owners of ConNova and Billiant. ConNova’s management is of the opinion that profitable expansion should be given the highest priority and it views additional structural business deals as an important complement to the general business operations. Since the end of the period, a partnership agreement regarding a sales collaboration was also signed with Kreatel Communications AB.

Profit/loss and liquidity

Net sales during the period amounted to SEK 10.5 million (SEK 27.5 million). The profit/loss amounted to –SEK 34.7 million (-SEK 36.8 million). Expenses for the period totalled SEK 45.6 million (SEK 65.1 million), of which SEK 11.9 million related to internal product development (SEK 11.3 million). The reduced expenses are mainly a result of the staff reduction process initiated towards the end of 2000. ConNova continues to charge all product development costs to the financial result as they arise. In addition to liquid assets, expected customer payments and the contribution from the planned share issue give the company a satisfactory capitalisation.  

General accounting principles

The report is prepared in accordance with Recommendation No. 20, Interim report, of the Financial Accounting Standard Council.

The company applies the accounting principles and calculation methods used in the latest annual report

Organisation

At the end of the period, the number of employees amounted to 40, which can be compared with 70 at the same time last year. Because BizManager is now complete as a standardised basic product, and collaborative relationships have been established with several partners within sales, delivery and development, ConNova has been able to reduce staff further.

During summer the company’s former  Managing Director, Christian Ekström, left the company and has been replaced by Claes Rossby.

The remainder of the year

The recovery of the market for customer management systems for media operators has stopped while the outsourcing operation has developed positively. To broaden the market for systems ConNova has initiated activities towards broadband operators, a considerable larger segment that TV. The agreement for the acquisition of Billiant AB has strengthened ConNova’s activities further. A complementary product and presence in the market for broadband operators has now been added.

 The outsourcing operation has developed positively and management expects ConNova TVX to grow during Q4 and show pronounced increase in sales during next year. 

The initiated cost savings programme will cut the current fixed cost level by 50%, and the acquisition of Billiant will make further rationalisation possible.

Motala

6 November  2001 

Claes Rossby

CEO ConNova Group AB (publ)

Income statement, balance sheet and cash flow statement
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SEK thousand

Jun - Sep

Jun - Sep

Jan - Sep

Jan - Sep

Jan - Dec

Jan - Sep

Jan - Sep

2001

2000

2001

2000

2000

2001

2000

 

Operating income

1 619 

5 108 

10 531 

27 539 

25 812 

2 649 

1 999 

Other external costs

-6 508 

-9 960 

-19 534 

-32 887 

-42 084 

-8 549 

-5 040 

Staff costs

-7 278 

-9 280 

-24 686 

-29 632 

-41 002 

-3 968 

-4 599 

Depreciation of tangible and

intangible fixed assets

-481 

-794 

-1 430 

-2 563 

-20 172 

-173 

-235 

Operating expenses

-14 267 

-20 034 

-45 650 

-65 082 

-103 258 

-12 690 

-9 874 

Loss before financial items

-12 648 

-14 926 

-35 119 

-37 543 

-77 446 

-10 041 

-7 875 

Other financial items

284 

7 

437 

746 

2 353 

152 

867 

Pre-tax loss

-12 364 

-14 919 

-34 682 

-36 797 

-75 093 

-9 889 

-7 008 

Taxes

0 

4 177 

-13 111 

10 255 

15 603 

-33 329 

1 914 

Loss for the period

-12 364 

-10 742 

-47 793 

-26 542 

-59 490 

-43 218 

-5 094 


Earnings per share

SEK

Number of shares



  

              4 414 400      4 414 400      4 414 400

Earnings per share, with account taken of

outstanding warrants (470.000 / 350.000 shares)                


     -9,78              -5,57            -12,18
Earnings per share, if no account taken of

outstanding warrants


    


   -10,83              -6,01
-13,48
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Jan - Sep

Jan - Sep

SEK 000´s

2001

2000

Cash flow from current operations before

change in working capital

-33 251 

-34 282 

Change in working capital

-3 788 

-2 804 

Cash flow from current operations

-37 039 

-37 086 

Cash flow from investment operations

-46 

34 

Cash flow from financing operations

                   -

-18 021 

Cash flow for the period

-37 085 

-55 073 

Liquid assets at the beginning of the period

37 638 

110 872 

Liquid assets at the end of the period

553 

55 799 
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30 Sep

31 Dec

30 Sep

SEK thousand

2001

2000

2000

Goodwill

17 107 

Intangible assets

23 

52 

61 

Tangible assets

2 456 

3 811 

841 

Deferred tax claim

21 803 

34 914 

29 565 

Other long term receivables

2 

2 

0 

Total fixed assets

24 284 

38 779 

47 574 

Current receivables

9 962 

9 974 

14 922 

Liquid assets

553 

37 638 

55 799 

Total current assets

10 515 

47 612 

70 721 

TOTAL ASSETS

34 799 

86 391 

118 295 

Shareholders equity

22 440 

70 232 

103 081 

Interest bearing liabilities

2 067 

3 157 

0 

Non interest bearing liabilities

10 292 

13 002 

15 214 

TOTAL LIABILITIES AND 

SHAREHOLDERS' EQUITY

34 799 

86 391 

118 295 

Group change of eguity

SEK thousand

Closing balance previous year

70 233 

27 016 

27 016 

Loss for the period

-47 793 

-59 490 

-26 542 

New share issue and sales of warrants

102 706 

102 607 

Closing balance end of period

22 440 

70 232 

103 081 


The company´s auditors have not reviewed the Interim report.

ConNova specialises in developing and supplying business support systems for multimedia operators handling pay TV, the Internet, broadband and telecoms services. The company has 15 years’ experience of the industry. ConNova’s services range from consulting services to the development of software adapted to meet the market’s latest needs. Within the framework of ConNova TVX AB, ConNova also runs customer services on an assignment basis for European pay TV operators and other communications businesses, including publishing businesses.  ConNova’s current customers are to be found in the fields of cable TV, DTT (Digital Terrestrial Television), multimedia, telecommunications and publishing.

At the international billing systems trade fair held in London in May 1999, ConNova’s customer management system BizManager was awarded two honourable mentions, one for “Overall Best Contribution to Billing” and the other for “Most Innovative Billing Product”.

The ConNova Group AB (publ) has been listed on the OM Stockholm Stock Exchange’s O list since 1997.
Addresses and company details

ConNova Group


Tel: +46 141 237 600

Box 231



Fax: +46 141 564 24

Platensgatan 1


e-mail: info@connova.se

SE-591 23 Motala

Web site: www.connova.se

Sweden

Swedish corporate identity number: 556423-7716

Additional information

For more information, please contact:

Cleas Rossby, CEO



Torbjörn Ullman, CFO

Tel: +46 705 380 885



Tel: +46 141 237 685

e-mail: clro@connova.se



e-mail: toul@connova.se
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